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Unsettled Questions in Real Estate Taxation’ 


MABEL WALKER 
Executive Director, Tax Institute, Incorporated 


Tue PROPERTY tax is yesterday's tax in today’s economy. Can it be made 
to function efficiently under present political, social, and economic conditions? 

The basic overriding question is this: Can we continue to rely for a major 
part of our local revenues on this centuries-old tax which has been the fiscal 
mainstay of both state and local governments until recent decades and which 
is still the bulwark of local governments? 

If we can, is it desirable to do so? 

I believe both questions can be answered affirmatively if we take the pains 
to find the answers to a host of troublesome and difficult questions relating to 
administration, jurisdiction, nature and characteristics, and emphasis. 


ADMINISTRATION 


Many of the questions concerning administration have been answered clearly 
and effectively on paper in the reports and publications of the International 
Association of Assessing Officers and in practice in the activities of the more 
efficient assessment administrations. For example, we do not need to raise 
questions concerning the desirability of trained assessors, of tax maps, and of 
various other means of securing accurate assessments. 

Moreover, I think there is also substantial agreement concerning the de- 
sirability of full-time appointed assessors. Part-time and elected assessors could 
be—and undoubtedly many are—both conscientious and efficient, but the odds 
are against it. Technical competence is not usually something that can be con- 
trolled at the polls. Nor does the necessity of having to stand for election 
contribute to a “without fear or favor” standard of administration. Moreover, 
part-time concentration on assessment problems seems unlikely to give an 
assessor all the know-how he needs for his difficult job. 

So in many important respects, the answers to assessing difficulties have been 
found, even if they have not everywhere been put into practice. 

A major unsettled question that is currently being fought out in the courts, 
legislatures, and city halls relates to the ratio of assessment. Should the assess- 
ment of property be at 100 per cent of market value, or should some lower 
ratio be set? Opinion among the experts is divided in this field. Some argue 
cogently for the 100 per cent goal. Others offer arguments for a lower ratio. 

Looking to the future, we may well inquire whether electronic data pro- 
cessing may soon begin to be utilized in making assessments. If e.d.p. becomes 
feasible and worth while in assessing, it may become more than ever necessary 
to have the property tax administered over a larger area, since the expensive 
equipment and the more highly trained personnel could not be provided by 
a very small unit. 


* Extracts from address before Local Government Workshop: Preview of Local Gov- 
ernment 1960-1970, conducted by the New York State Office for Local Government, 
Albany, June 7, 1960. 
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UNSETTLED QUESTIONS IN REAL ESTATE TAXATION 


With respect to collection, as well as assessment, many questions have been 
answered. We do not need to debate the questions so much as to utilize the 
answers. For example, the merits of installment payment of taxes and of a salary 
—rather than a fee—basis of remuneration appear to have been established. 


JURISDICTION 


A major problem in connection with real estate taxes arises from the mul- 
tiplicity and small size of the taxing jurisdictions. I believe that this situation 
is going to become steadily worse as a result of current residential, industrial 
plant, and shopping center trends. 

Such homogeneity as small taxing units formerly enjoyed becomes less and 
less as large industrial plants move to a small governmental unit, thereby 
greatly enriching its tax sources, while the plant workers frequently locate in 
other small units, thereby burdening them with the education of their chil- 
dren. Comparable situations exist with respect to shopping centers and some 
other large-scale developments. 

Not only are revenue difficulties arising because the taxable resources and 
the governmental burdens in these units are highly unequal and are becoming 
more so all the time, but also because many of the units are too small to 
employ full-time assessors and to afford and utilize some of the technical 
assessing aids essential to equitable assessment. 

Some of the questions we need to face in this connection are: 

Should many of these small units be consolidated? If not, should all tax adminis- 
tration be carried on at the county level? 

Moreover, should a local government which is the fortunate recipient of a large 
industrial enterprise or utility be allowed to reap the entire property tax benefit 
from the enterprise, particularly where the children of many of the workers live 


and are educated in other units? 
Is it worth while to consider seriously any of the following possibilities: 


Administration of all real estate taxes on a county basis under strict supervision 
of the state, as is done in Ohio, for example? 

Imposition of all school taxes on a regional basis? 

Limitation of local units to taxation of residential property, small offices, small 
farms, and land, with other properties taxed by the state, and the revenues 
returned to local governments on a per capita basis? 


There are numerous other methods which might be considered for meeting 
some of the current and emerging jurisdictional problems. It is likely that there 
would be considerable opposition to any of them. One thing that does seem to 
stand out rather clearly, however, is that revenue inadequacies, friction, and 
dissatisfaction with the property tax will markedly increase if we continue 
to try to muddle along under the present jurisdicticnal setup. 


NATURE AND CHARACTERISTICS 


Even if administrative and jurisdictional problems relating to real estate 
taxes are satisfactorily met, we may have still other jobs to do in adapting 
yesterday's property tax to today’s economy. Perhaps we need to re-examine 
some of the more inherent fundamentals. 

Persons in the housing and land planning fields are making some serious 
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TAX POLICY 


accusations concerning the effect of the property tax in urban areas. In order 
to remedy these ills, they would resort to various tax gimmicks, such as partial 
or temporary exemption of certain projects, or a differential method of assess- 
ment. Such expedients seem of dubious wisdom. 

If the tax system is so restrictive that taxes must be abated in order to get 
certain specific projects advanced, then the question arises whether the tax 
system may not be stifling development generally. A city is not going to 
achieve economic health by means of fostering a few specific enterprises, or 
even selected categories of enterprise. 

When the *ax system of a city so inhibits private developers that certain 
projects can be accomplished only by special tax favors, then the city had 
better give its tax system a rigorous overhauling. 

One recent proposal that hes enjoyed considerable publicity is that “local 
assessors set land values high enough so slumlords could not afford to operate 
worn out tenements.”? 

Notwithstanding the fact that some slum owners do wax fat on human 
misery, I am somewhat skeptical of this suggestion. The consistent effort of 
tax reformers is to secure uniformity of treatment for taxpayers and so far as 
possible to narrow the area of discretion on the part of the assessor. If the 
assessor is not accurately assessing slum properties, that situation should of 
course be corrected. But can we safely encourage the assessor to pursue a 
definite policy of discriminatory assessment by upgrading values of slum pro- 
perties? Moreover, by what yardstick shall he determine the precise dividing 
line between a slum and a blighted area, or between a blighted and a non- 


blighted area. These things merge almost imperceptibly into each other. 
Various other suggestions for revamping the scope and basis of the real 
property tax have been made. 


EMPHASIS 


Finally, there is the question of sheer emphasis to be considered. Are we 
overemphasizing the tax in some units? Some outstanding authorities in the 
finance field say that property taxes are not unduly heavy, and they make out 
a convincing case with respect to the picture for the country as a whole. Com- 
pared with ‘the federal income tax, the property tax appears moderate. 

But the property tax burden, unlike the fe deral income tax burde n, varies 
sharply from one jurisdiction to another and from one taxpayer to another in 
comparable circumstances. Therefore, heavy emphasis on the property tax mé Ly 
impose particularly heavy, or even intolerable, burdens upon some taxpayers. 
It is this unevenness of the tax that most aggravates its burdensomeness. 

As a result of the present emphasis on property taxes for local purposes, 
particularly for school purposes, we find snob zoning designed to keep low 
income families and families with school age children out of certain com- 
munities; we find competition among local units for taxpaying enterprises; we 
find resistance to consolidated school districts, and other undesirable conse- 
quences. 


1 Arthur Rubloff, quoted in House & Home, July, 1959, P- 49 
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